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KEY ECONOMIC INDICATORS: MOROCCO 


All values in million U.S. $ Exchange rate as of report 
unless otherwise stated date: U.S. $1.00 = 4,63 Dirham 
(DH) 
(1) 
ITEM 
(2) (2) (2) (3) 
A B C D 
1969 1970 1971 % Change 

INCOME, PRODUCTION, EMPLOYMENT 
GDP at Current Prices (full year) 3,146 3,337 3,618E 8.4 
GDP at Constant 1960 Prices (full year) 2,543 2,666 2,806E 5.2 
Per Capita GDP, Current Prices (full year)(US$) 209 215 226E 5.1 
Construction Authorization Value(8/31/71) 68 107 75.6 3.3 
Industrial Production Index (1958 = 100) 152 161 172 E 7.0 
MONEY AND PRICES 
Money Supply (11/30/71) 1,020 1,095 1,199 11.1 
Public Debt Outstanding 972 1,088 N.A. N.A. 
External Debt 629 680 N.A. N.A. 
External Debt Service Ratio 8.0 Tot N.A. N.A. 
Consumer Cost=of-Living Index(11/30/71) 130.6 133.9 138.6 3.4 

(1959 = 100) 
BALANCE OF PAYMENTS AND TRADE 
Net Gold & Foreign Exch. Reserves(11/30/71) 82 118 186 61 
Balance of Payments (10/31/71) 26 34 62 68 
Balance of Trade (10/31/71) -37.7 -137.0 -165.0 -8.7 
Exports, FOB 485 488 408.0 Del 

U.S. Share 9 8 6.1 -1.6 
Imports, CIF 521 686 573.0 0.7 

U.S. Share 42 78 79.6 25.9 


Main imports from U.S. (metric tons -US$1,000) 1970: wheat, 329,540 - 23,313; vege- 
table oils, 32,549 - 9,699; airplanes and parts, 62 - 7,280; construction and 
earthmoving equipment, 2,841 - 5,944; cotton, 6,347 - 3,842; automotive vehicles 
and parts, 1,518 - 3,620; tallow, 16,053 - 3,356; tin plate, 9,481 - 2,743; 
tobacco and cigarettes, 349 - 1,136. 


Notes: (1) with date of latest data shown for 1971 
(2) A and B = complete years; C = 1971 cumulative to latest data 
(3) C/same cumulative portion of B 


Sources: Service Central des Statistiques; Direction des Mines; Office des 
Changes, Banque du Maroc 


MOROCCO 


International boundary 


—-—— Province or préfecture 
boundary 


® = National capita! 


° Province or préfecture 
capital 


Railroad 
Road or track 


Province or préfecture names are 
the same as their capitals. 


° 25 50 100 Miles 


0 25 50 100 Kilometers 








Base 58561 10-68 








SUMMARY 


Morocco, now in the last year of its current five year economic 
development plan, appears well on the way toward achieving or surpassing 
the major plan goals. It seems likely that the growth rate for the 
period will exceed five percent yearly compared to the 4.3 percent 
target set in the Plan. This favorable rate of growth is partly due to 
better than average agricultural production. A high level of investment 
has also contributed to the favorable growth trend. Rapid expansion in 
foreign exchange earnings from tourism and worker remittances contributed 
to balance of payments surpluses in 1969-71 and a sizeable growth in 
foreign exchange reserves. As a consequence of the favorable results 
achieved under the current Plan, a higher growth target is envisaged for 
the next Plan which is now under preparation. 


The Government's policies during the past six months have been 
influenced to an important extent by the abortive coup d'etat which 
occurred July 10, 1971. Shortly after the coup attempt King Hassan II 
announced the formation of a transitional government to carry out reforms 
in the fields of administration, justice, education, and economic development. 
The transitional Government is in the process of carrying out this mandate 
and has thus far taken several steps to achieve a better distribution of 
income and improve the lot of the working classes. Meetings between the 
King and the heads of political parties have led to speculation that still 
other political and economic changes are in the offing. 


Recent increases in wages and plans for public investments should 
lead to a higher level of imports in 1972. The U.S. will tend to benefit 
most from imports of agricultural commodities, machinery and transportation 
equipment, consumer manufactures being mainly supplied from Western Europe. 
The launching of the new Five Year Plan in 1973 could lead to a renewed 
demand for U.S. engineering services. Foreign investors seem to remain 
somewhat wary about the future trend in Moroccanization but the manner in 
which this is being carried out has tended to reassure many. The energetic 
manner in which the transitional Government has moved to implement reforms 
has tended to restore confidence in the ability of the Government to continue 
with the task of economic development in a climate of political stability. 
There is still a tendency in the private sector, however, to postpone 
investment decisions until the policies of a more permanent Government are 
known. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Transitional Government Implementing Reforms 


The Moroccan economy appears to have weathered the effects of the 
abortive attempt at a coup d'etat on July 10. The fact that anyone 
could even seriously contemplate a coup d'etat in Morocco, which has 
been one of the most stable countries in Africa since independence, no 
doubt caused a temporary crisis in confidence, particularly on the part 
of investors. Confidence is returning, however, and the coup attempt, 
which was mounted by a few disaffected Army officers, is considered by 
many to have been simply an "aberration". It has nevertheless had its 
effect on government policies. The relative complacency at the rate 
of economic development has given way to a sense of greater awareness 
of the need to speed up the rate of growth and assure its wider 
distribution throughout the population. 


The transitional Government which King Hassan II named in August 1971 
with a mandate to carry out basic reforms has been working diligently to 
comply with its mandate. Civil service and military pay increases have 
been put into effect and the minimum wage in the private sector has been 
raised. The distribution of government-owned land to landless farmers 
has been accelerated. Some of the tax burden has been shifted to those 
more able to bear it by reducing or eliminating certain indirect taxes 
and by creating a supplemental income tax. The social security system 
has been reformed to provide increased benefits. 


Probably no action taken by the Government has done more to convince 
the public of the credibility of Government promises than the campaign 
against corruption. A number of high-ranking former officials and 
scores of lesser-ranking officials have been arrested on charges of 
corruption. 


The Government's increased concern for social measures and a better 
distribution of wealth will lead to some increases in consumption. 

While there will probably be some acceleration in prices as a consequence, 
the Government will no doubt seek to take whatever steps are necessary 

to see that inflation does not get out of hand. Fear of inflation was 

a major factor in the Government's decision not to devalue the dirham 
against gold during the period of general realignment of currencies’ 

in December. 


The Government's adjustment of wages in the public sector and the 
increase in the minimum wage of the private sector will lead to the 
renegotiation of a number of labor contracts in the private sector. 


Despite the positive steps on the part of the Government, there appears 

to be a continuing feeling of malaise in the business community. It 
appears that many investment decisions are being held up pending a clearer 
pigture of what the long-range policies of the Government will be. 








Several meetings between King Hassan II and political leaders in recent 
weeks have contributed to the belief that important political changes 
having a bearing on economic policies will take place within the next 
few months. The transition government is perhaps handicapped by the 
growing expectation that it may be replaced by another government in the 
near future. 


Higher Growth Rate Projected for Next Plan 


The Moroccan economy appears to have gotten off to a good start in 1972. 
It seems likely that GDP will grow at a rate of between five and six 
percent, giving an average annual growth rate of over five percent for 
the period of the current Plan. This is somewhat better than the 4.3 
percent average annual rate of growth projected in the Plan and more than 
double the 2.0 percent rate of the 1963-67 period. On the strength of 
this performance the Government is tentatively projecting a 6.4 percent 
average annual rate of increase for the next Five Year Plan. 


A major factor in the accelerated rate of growth which has occurred 
during the last four years is above average agricultural production, 
caused primarily by favorable climatic conditions but also by increased 
yields as a result of more fertilizer application and the use of improved 
seeds. AID can take some of the credit for this as a result of its 
technical assistance program in cereals. Since 1967 agricultural 
production has grown at more than double the conservative target of 2.1 
percent annual increase projected in the Plan. Despite this favorable 
trend there is considerable concern that productivity in agriculture 
must be much higher, particularly in cereals. The Government hopes to 
maintain cereal imports at the present level of around 500,000 tons 
yearly, but a serious drought could raise the need for imports to l 
million tons. In order to encourage cereals production, the Government 
increased the support price last year by about 7.5 percent. 


While it is too early in the year to give a very accurate prognosis 

of agricultural production, indications are that 1972 will be another 
good year for agriculture. Rain, which is the critical factor, has been 
abundant thus far although it began somewhat later than ordinary. The 
citrus crop, which is expected to be a near record one, was about one 
month late and faced heavy competition in European markets. Prices 
nevertheless appear to have held up well. The olive crop is expected 
to be a record one with production more than double average annual 
production. The area planted in cereals this year will be about the 
same as last year so increased production will have to come from 
increased yields. 


Government To Spur Exports of Manufactured Products 


Industrial growth was very slow in the early sixties but has accelerated 
in recent years, The annual rate of growth in industrial production has 
exceeded seven percent since 1967, largely as a result of the increased 
purchasing power stemming from good agricultural crops. The construction 
boom has also had a favorable impact on industry. 


The Government is in the process of revising the Investment Code to 
simplify procedures and speed up decisions on investment incentives. 
It may be some time, however, before revision is completed. The 
Government will encourage investments based on Moroccan raw materials 
and producing for export. The Government also intends to present to 
Parliament a program of export incentives to encourage Moroccan 
exports of industrial products. While some manufactured products have 
benefited from the partial economic association with the European 
Economic Community which permits free entry of Moroccan industrial 
products,the effects of the association on industrial exports have 
been generally disappointing. The competitive advantage for Moroccan 
manufactured products in the EEC has been eroded by the extension of 
generalized preferences by the EEC to other developing countries last 
year. 


Government officials continue to reiterate that Moroccanization of the 
“tertiary sector" will be carried out. The "tertiary sector" includes 
banks, insurance companies, and firms engaged in foreign commerce, 

In December 1971 the Prime Minister explained before Parliament that 
Moroccanization would be implemented in a manner which would take into 
consideration the imperatives of economic growth and quality of services. 


Although manufacturing is not in the "tertiary sector" the Government 
has proceeded to Moroccanize some industrial firms through capital 
contribution. It recently acquired shares in two cement plants in this 
manner. It apparently intends to obtain capital participation in 
foreign owned industrial firms as the occasion presents itself with the 
intention of disposing of its shares to private Moroccan investors. The 
government may participate in industry to a greater extent in the 

next Plan,but in any case, it seems likely that it will continue to 

seek foreign private investment in industry. 


Prospects for Minerals Mixed 


The prospects for a dramatic improvement in mineral production and exports 
are not particularly favorable. While minerals still account for over 
thirty percent of exports by value, there has been a tendency toward 
stagnation in recent years with the notable exception of phosphates. 

This stagnation is largely due to the exhaustion of many deposits and 
weakened prices for a number of minerals. 


Phosphate sales have also been adversely affected by declining prices in 
recent years and exports leveled off from 1965 through 1967. Extensive 
investments in modernization have permitted exports to climb again since then 
and a number of markets have been recaptured. In 1969 Morocco once again 
became the principal phosphate exporter in the world, after having lest 

this position to the United States in 1967 and 1968. Production in 1971 
reached 12.4 million tons despite some loss in production from strikes. 

This represents an increase of 6.3 percent over production in 1970. Export 


prospects in the medium term depend not only upon competition from U.S. 


phosphates but from exploitation of the huge deposits in Rio de Oro which 
are expected to begin next year, 





The Government owns or controls most of the mining companies through the 
Bureau de Recherches et Participations Minieres, often in association 
with foreign mining companies. The BRPM intends to intensify mineral 
exploration in the coming years, Assistance in exploration is being 
obtained from various foreign governments and international institutions 
as well as foreign private firms. One of the most promising recent 
discoveries is that of a large deposit of rock salt, made by a United 
Nations Development Program team. The deposit is said to consist of at 
least 3 billion tons. Exploitation would be facilitated because the 
deposit is located only 10 kilometers from the port of Mohammedia., 

The BRPM is seeking to interest foreign investors in this deposit. 


Discussions have continued with Algeria for the joint exploitation of the large 
iron ore deposit at Gara-Djebilet., Exploitation would probably require the 
construction of a railway to a port on Morocco's southern Atlantic coast, 


Petroleum exploration is underway off the Atlantic coast but no discoveries 
have been reported. 


Government Expenditures to Rise Sharply 


Government expenditures are expected ro rise substantially in 1972, 
partly as a result of the increase in government salaries. Compared 

to the original 1971 budget ,the budget for 1972 provides for an increase 
of 11.2 percent in current expenditures and 23.0 percent in investment 
expenditures. Since revenue and income from government monopolies are 
expected to rise by only 10 percent, the Government is counting on an 
increase in foreign and domestic borrowing to cover the deficit, which 

is estimated at US$244.8 million. In addition, the Government will 
probably need to borrow to a greater extent from the Central Bank than in 
1971. 


Much of the increased government expenditure in 1972 will be going 

into education which is one of the four key areas for reform mentioned 
by the King in his speech on August 4. The Ministry of Defense has 
also been allotted a substantial increase, mainly to cover military pay 
raises, It does not appear that any large new investment projects are 
envisaged for this final year of the 1968-72 Plan with the possible 
exception of a phosphoric-acid plant. 


Morocco is now actively engaged in the preparation of its next Five Year 
Plan. The completed Plan is to be presented to Parliament for approval 
around the end of October this year. The Government has indicated that 
the Plan will retain existing priorities in agriculture, tourism, and 
manpower development but will give greater emphasis to employment, export~- 
oriented industrial development and regional development. The Government 
prepared a tentative list of proposed investments under the next Plan 

for the recent meeting by the Consultative Group in Paris. Some of these 
proposed projects are mentioned later in this report as of possible 
interest to U.8. businessmen. 





Third Year of Balance of Payments Surpluses 


Morocco has had a balance of payments surplus for three years in a row 

and net international reserves mounted from US$82 million in December 

1969 to US$186 million in November 1971. In view of this favorable 

trend, Morocco did not believe that a change in the par value of its 
currency in relation to gold was necessary when the general realignment 

of exchange rates occurred in December 1971. Other factors influencing 
Morocco in its decision not to devalue were concern over possible inflation 
and the adverse effects devaluation would have on the foreign debt. 


Although exports picked up somewhat in 1971 the long term trend reflects 
stagnation in the export sector. During the sixties exports grew by only 
about 2.5 percent annually while imports rose by about six percent annually. 


During the period of the next Plan it is estimated that a five percent 
annual rate of growth in exports will be possible. The deficit in the 
balance on merchandise trade is expected to continue to grow and could 
reach U8$320 million by 1977, the final year of the next Plan. Earnings 
from tourism and worker remittances are expected to contribute to a 
growing surplus on services. It is estimated that gross public capital 
inflow of around U8$200 million a year will be needed by 1977 compared to 
around U8$135 million yearly in 1968-70. In view of the offers of economic 
assistance from various donors and international institutions it appears that 
Morocco will have little difficulty in obtaining the capital assistance 
needed to finance a high level of imports. These are expected to grow 

by around ten percent yearly through 1977. 


The external debt service rose from 3.0 percent of exports of goods and 
services in 1964 to 8.0 percent in 1969 and declined to 7.7 percent in 

1970. Data for 1971 are not yet available but it is likely there was no 
significant change in the external debt service burden. For the time being, 
it appears that Morocco is easily capable of assuming additional foreign debt, 


Although tourism in July, August and September was adversely affected by the 
cholera scare and the abortive coup attempt, the growth in tourism for the 
year will probably still show that it was up by at least twenty percent. 
Morocco is expected to reach its Plan goal of 1,150,000 tourists in 1972 

but it will fall short of the Plan's projection of new hotel rooms, It is 
anticipated that only 21,000 hotel beds will be completed instead of the 
planned 30,000. Morocco made a bid to attract the international golf 
matches in December when it inaugurated with considerable fanfare a new 
18-hole golf course and clubhouse near Rabat, 


Growth in Money Supply Restrained 


The Moroccan monetary authorities apparently intend to continue trying to 
match the growth in money supply with the anticipated growth in the 
economy in order to maintain stable prices and protect the country's 
international reserves. The monetary authorities have set a target of 

six percent growth in money supply for the first half of 1972. They may 
adjust this target in June in the light of agricultural prospects at that 
time, There will be no limits on loans for the cereal crops and to finance 
exports. 
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The supply of money has been controlled since the mid-sixties by 
setting ceilings on rediscount facilities and maintaining high 
marginal reserve requirements. In recent years absolute limits on the 
increase in short-term lending by the commercial banks have been 
established. Interest rates have remained stable for a long period of 
years. 


IMPLICATIONS FOR UNITED STATES 


Strong Demand for Imports Anticipated 


The implications of the foregoing analysis of trends in the Moroccan 
economy should be encouraging for U.S. businessmen. The United States 
has, in the past few years, been the second most important source of 
Moroccan imports. The demand for United States goods and services is 
likely to continue strong. 


The recent wage increases will result in some increased demand for 
imports of consumer items. While the devaluation of the U.S. dollar 

in relation to the dirham will make some consumer manufactured products 
of U.S. origin more competitive it seems likely that sales of most 
manufactured consumer items from the U.S. will remain relatively weak. 
Many U.S. brands are sold from European subsidiaries of U.S. firms and 
exports of these subsidiaries to Morocco should continue to grow. 


There is no discrimination against imports from the United States. 

Morocco applies the most-favored-national principle in its tariffs with 
certain exceptions for African and particularly Maghrebian countries. 

These countries account for a relatively small part of total trade. 

Morocco did grant certain quotas to members of the EEC in connection 

with the agreement of partial economic association but these are said to be 
indicative only and do not constitute obligations to purchase. The trend 
in recent years has been toward a reduction in import controls. About 

75% of the items imported are free of quotas. 


The Government itself is an important customer for many imported items, 
These are usually purchased through public invitations to bid. Offers 
must be presented within a short time lag which means that exporters 
must have a local representative in order to meet deadlines for bids. 

A longer time lag is usually given for major items of equipment such as 
locomotives. 


There is évery indication that imports of various agricultural commodities 
from the United States for consumption and for use by Moroccan industry 
will continue to expand. The United States will very likely continue to 
be the principal source of wheat. Morocco will probably have a deficit 

of 500,000 to 1,000,000 tons of wheat yearly for some time to come. 
Moroccan industry will continue to depend to a considerable extent upon 
imports of oilseeds, vegetable oil, cotton, and tallow. Intensified 
efforts to increase productivity in agriculture will provide a demand 


ll 


for agricultural chemicals such as nonphosphatic fertilizers, insecti- 
cides, and fungicides. 


Tentative Plans for New Five Year Plan 


Major new investment projects are under consideration for inclusion in 
the next Five Year Plan. As in the current Plan, it appears that a 

large part of the public investment will go into dam construction and 
irrigation. Large dams being considered are the Dechra el Oued, Sidi 
Cheho, Lakhdar, Loukkos, Nekor, and Sebou dams. Dams which have been 
constructed under the current Plan will require continued investment 

in irrigation canals, pumps, etc. Dam construction and irrigation 
projects sometimes provide opportunities for consulting engineering 

work by U.S. firms and sales of U.S. earthmoving and irrigation equipment. 


In electric power the tentative Plan proposes investments in six 
hydroelectric and thermal projects. The thermal projects are a third 
unit of 60,000 kw at the Roches Noires (Casablanca) plant, two 60,000 
kw units at Kenitra, and two 125,000 kw units at Mohammedia. A 60,000 
kw hydroelectric unit is planned for the projected Dechra el Oued Dam 
and an 80,000 to 100,000 kw hydroelectric unit is planned for the 
projected Sidi Cheho dam. The Office Nationale d'Electricité, which 
accounts for 97% of electricity production, forecasts that production 
will grow at a rate of seven percent yearly through 1978. 


In the field of transportation, the tentative Plan calls for the 
acquisition of 44 electric locomotives, 24 diesel electric locomotives, 
and 36 shunting engines. Other rolling stock will also be purchased. 
Continued investment in air traffic control and meteorological 
equipment will be carried out. A considerable amount of investment 

is projected in the ports of Casablanca, Tangier, Safi, Agadir, and 
Nador. The latter will be developed for the shipment of steel from 
the steel mill which is planned at Nador. Highway construction will 
continue to focus on maintenance of the existing excellent highway 
system and construction of new roads to serve tourism. The national 
airline Royal Air Maroc which has in recent years purchased two Boeing 
B-727 aircraft will probably be purchasing additional large aircraft 
during the next few years. The domestic service airline Royal Air Inter 
may also be purchasing more short-range aircraft to supplement the two 
Fokker Friendship planes it now owns. 


The tentative Plan lists a number of projects for new construction 

or expansion of existing facilities in the industrial field. Three 
new cement plants and the expansion of three others are envisaged. 

One of the largest investments being planned is a synthetic fabrics 
plant. The estimated cost is around $37 million. 











In the field of chemical industries, financing is being sought from the 
World Bank for a phosphoric acid plant. The cost of the project is 
estimated at $65 million. A plant to produce sodium and chlorine is 
— planned. Two plants are projected for the manufacture of paper 
pulp. 


Other industrial projects being considered in the tentative Plan 

are plants for the manufacture of animal feed, food processing, a 
Renault-Peugeot automobile assembly plant, and clothing. The biggest 
industrial project, long under consideration, is a steel mill at 
Nador. The Government is considering at least two foreign proposals 
for the establishment of the steel mill, one French-American and the 
other Italian. 


There should be opportunities for U.S. exporters to sell machinery to 
Morocco under the plans for greater industrialization. Credit will 
be an important factor in the decision on the source of industrial 
imports. United States exporters should have no problem in competing 
insofar as credit terms are concerned. Many small and medium-sized 
Moroccan importers will be able to obtain credit for the purchase of 
U.S. goods and equipment as the result of a line of credit from the 
Export-Import Bank to the Banque Marocaine du Commerce Exterieur. 


Government Seeking Foreign Investment 


Many potential U.S. investors appear to have become wary because 

of the Moroccanization program, the abortive coup d'etat last year, 

and bureaucratic red tape. As Moroccan policy has become somewhat 
more clarified on Moroccanization, potential investors appear to be 
less concerned on this score. Most seem to prefer having some Moroccan 
participation in their investment projects particularly in industry 

and agriculture. The course of events since the abortive coup has 
tended to ease somewhat concern about political stability. The 
Government has itself recognized the need to simplify procedures for 
foreign investors and to make incentives more automatic. It has 
continued to reaffirm from time to time its desire for a continued 

flow of foreign investment and its intention to maintain a good climate 
for foreign investment. 
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